
Risks are starting to multiply
According to one of the local banks, New 
Zealand’s capacity constraints and cost 
pressures are creating huge supply chain 
issues with the added suggestion “As 
inflation pressures continue to exceed 
expectations, it only increases the likelihood 
that the RBNZ will feel the need to signal and 
then deliver more hikes.” 

Meanwhile, the NZ Q4 QSBO business 
survey saw headline confidence fall to  

-28% from -11%, while capacity utilisation 
eased to 89.5% from 96.1% as the 
COVID-19 outbreak dragged on. 

Finally, the REINZ house price index 
showed prices rose 23.3% in the year to 
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December, although the index decreased 
1.0% from its November price. To add to 
the positive news, with the GDT auction 
results out, we saw an increase in GDT 
price index by 4.6%. This saw whole milk 
powder rise by 5.6% and butter grow 
by 5.0%. Skim milk powder also grew by  
5.0% and cheddar remained stable with a 
1.1% increase. 

Australian consumer confidence imploded 
last week as the explosion in COVID-19 
cases triggered self imposed lockdowns 
which squashed spending and exasperated 
supply chain constraints. Consumer senti-
ment fell 7.6% to its lowest level since 
October 2020 at 97.9 from the previous 
weeks 106.0

Most of the US data overnight was second 
tier with the Fed’s Empire manufacturing 
turning negative by 0.7 against the 
expected 25.0. Meanwhile, the NAHB 
housing index was slightly behind expecta-
tions at 83.

China’s state planner announced the 
economy faces ‘not small’ challenges in 
2022, when international trade expects 
some big uncertainties while the erratic 
COVID-19 outbreaks directly weigh on 
consumption and investment growth.

The BoJ left its key short-term interest rate 
unchanged at -0.1% and the 10-year bond 
yield target around 0.0% yesterday in an 
8-1 vote, as expected. Furthermore, in their 
quarterly update the central bank raised its 
inflation forecasts for FY April 2022-2023 
to 1.1% from Octobers 0.9%, due to the 
rising costs of energy and raw materials. 

The BoJ also revised higher their FY 2022 
growth to 3.8% from its earlier projection 
of 2.9%, although they lowered the GDP 
growth for the current FY to 2.8% from 
3.4%.

The German ZEW economic sentiment 
index jumped 22.6 to 51.7 in January, 
which was 22.6 points higher than the 
December print and well above market 
expectations of 32.0.

Commodities and bond yields 
catch a bid
Brent crude hit a 7 year high, trading above 
the USD85.00 per barrel. At one stage, 
the bull run in oil prices showed no signs 
of slowing, amid concerns over supply 
tightness. Naturally, Goldman’s raised their 
crude forecasts to USD96 and USD105  
for 2022 and 2023.

International equities fell across the 
board and treasury yields surged amid a 
ramp-up in speculation that central banks 
will have to boost interest rates sooner 
than anticipated. European markets were 
broadly off by 1.0% while the US markets 
are almost 2.0% lower. The real action 
was in the bond markets with the futures 
market now pricing in a 5% chance of a  
50 bps hike by the Fed at their March 
meeting and a 11% chance of 1.50% Fed 
Funds rate by the end of 2022. The US  
10-Year yield is now up to 1.86% after it 
blasted through the 1.80% level, and it 
targets 2.0%, which saw the USD rally for 
its 4th straight session. The Euro shorts got 
squeezed while the NZD and AUD suffered.
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